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In determining whether or not to es-
tablish such an agreement, the ACO 
should consider whether the benefits to 
be derived from the agreement are 
commensurate with the effort of estab-
lishing and monitoring it. Normally, 
FPRA’s should be negotiated only with 
contractors having a significant vol-
ume of Government contract proposals. 
The cognizant contract administration 
agency shall determine whether an 
FPRA will be established. 

(b) The ACO shall obtain the contrac-
tor’s proposal and require that it in-
clude cost or pricing data that are ac-
curate, complete, and current as of the 
date of submission. The ACO shall in-
vite the cognizant contract auditor and 
contracting offices having a significant 
interest to participate in developing a 
Government objective and in the nego-
tiations. Upon completing negotia-
tions, the ACO shall prepare a price ne-
gotiation memorandum (PNM) (see 
15.406–3) and forward copies of the PNM 
and FPRA to the cognizant auditor and 
to all contracting offices that are 
known to be affected by the FPRA. A 
Certificate of Current Cost or Pricing 
Data shall not be required at this time 
(see 15.407–3(c)). 

(c) The FPRA shall provide specific 
terms and conditions covering expira-
tion, application, and data require-
ments for systematic monitoring to en-
sure the validity of the rates. The 
agreement shall provide for cancella-
tion at the option of either party and 
shall require the contractor to submit 
to the ACO and to the cognizant con-
tract auditor any significant change in 
cost or pricing data. 

(d) When an FPRA is invalid, the 
contractor should submit and nego-
tiate a new proposal to reflect the 
changed conditions. If an FPRA has 
not been established or has been invali-
dated, the ACO will issue a forward 
pricing rate recommendation (FPRR) 
to buying activities with documenta-
tion to assist negotiators. In the ab-
sence of an FPRA or FPRR, the ACO 
shall include support for rates utilized. 

(e) The ACO may negotiate contin-
uous updates to the FPRA. The FPRA 
will provide specific terms and condi-
tions covering notification, applica-
tion, and data requirements for sys-

tematic monitoring to ensure the va-
lidity of the rates.
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43.000 Scope of part. 
This part prescribes policies and pro-

cedures for preparing and processing 
contract modifications for all types of 
contracts including construction and 
architect-engineer contracts. It does 
not apply to— 

(a) Orders for supplies or services not 
otherwise changing the terms of con-
tracts or agreements (e.g., delivery or-
ders under indefinite-delivery con-
tracts); or 

(b) Modifications for extraordinary 
contractual relief (see part 50).

Subpart 43.1—General

43.101 Definitions. 
As used in this part— 
Administrative change means a unilat-

eral (see 43.103(b)) contract change, in 
writing, that does not affect the sub-
stantive rights of the parties (e.g., a 
change in the paying office or the ap-
propriation data). 
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(a) For a solicitation amendment, 
change order, or administrative 
change, the effective date shall be the 
issue date of the amendment, change 
order, or administrative change. 

(b) For a supplemental agreement, 
the effective date shall be the date 
agreed upon by the contracting parties. 

(c) For a modification issued as a 
confirming notice of termination for 
the convenience of the Government, 
the effective date of the confirming no-
tice shall be the same as the effective 
date of the initial notice. 

(d) For a modification converting a 
termination for default to a termi-
nation for the convenience of the Gov-
ernment, the effective date shall be the 
same as the effective date of the termi-
nation for default. 

(e) For a modification confirming the 
termination contracting officer’s pre-
vious letter determination of the 
amount due in settlement of a contract 
termination for convenience, the effec-
tive date shall be the same as the effec-
tive date of the previous letter deter-
mination. 

[48 FR 42386, Sept. 19, 1983, as amended at 66 
FR 2133, Jan. 10, 2001]

43.102 Policy. 
(a) Only contracting officers acting 

within the scope of their authority are 
empowered to execute contract modi-
fications on behalf of the Government. 
Other Government personnel shall 
not— 

(1) Execute contract modifications; 
(2) Act in such a manner as to cause 

the contractor to believe that they 
have authority to bind the Govern-
ment; or 

(3) Direct or encourage the con-
tractor to perform work that should be 
the subject of a contract modification. 

(b) Contract modifications, including 
changes that could be issued unilater-
ally, shall be priced before their execu-
tion if this can be done without ad-
versely affecting the interest of the 
Government. If a significant cost in-
crease could result from a contract 
modification and time does not permit 
negotiation of a price, at least a max-
imum price shall be negotiated unless 
impractical. 

(c) The Federal Acquisition Stream-
lining Act of 1994, Public Law 103–355 

(FASA), and Section 4402 of the 
Clinger-Cohen Act of 1996, Public Law 
104–106, authorize, but do not require, 
contracting officers, if requested by the 
prime contractor, to modify contracts 
without requiring consideration to in-
corporate changes authorized by FASA 
or Clinger-Cohen Act amendments into 
existing contracts. Contracting officers 
are encouraged, if appropriate, to mod-
ify contracts without requiring consid-
eration to incorporate these new poli-
cies. The contract modification should 
be accomplished by inserting into the 
contract, as a minimum, the current 
version of the applicable FAR clauses. 

[48 FR 42386, Sept. 19, 1983, as amended at 61 
FR 18915, Apr. 29, 1996; 61 FR 69298, Dec. 31, 
1996]

43.103 Types of contract modifica-
tions. 

Contract modifications are of the fol-
lowing types: 

(a) Bilateral. A bilateral modification 
(supplemental agreement) is a contract 
modification that is signed by the con-
tractor and the contracting officer. Bi-
lateral modifications are used to— 

(1) Make negotiated equitable adjust-
ments resulting from the issuance of a 
change order; 

(2) Definitize letter contracts; and 
(3) Reflect other agreements of the 

parties modifying the terms of con-
tracts. 

(b) Unilateral. A unilateral modifica-
tion is a contract modification that is 
signed only by the contracting officer. 
Unilateral modifications are used, for 
example, to— 

(1) Make administrative changes; 
(2) Issue change orders; 
(3) Make changes authorized by 

clauses other than a changes clause 
(e.g., Property clause, Options clause, 
or Suspension of Work clause); and 

(4) Issue termination notices. 

[48 FR 42386, Sept. 19, 1983, as amended at 66 
FR 2133, Jan. 10, 2001]

43.104 Notification of contract 
changes. 

(a) When a contractor considers that 
the Government has effected or may ef-
fect a change in the contract that has 
not been identified as such in writing 
and signed by the contracting officer, 
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